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Abstract 
The aim of this study is to observe uncertainty avoidance as an important national cultural dimension and to analyze uncertainty 
avoidance effect on "Total Entrepreneurial Activity". Total entrepreneurial activity measures the level of the economic development 
and entrepreneurship. The relationship between uncertainty avoidance, entrepreneurship and economic development was analyzed 
by three hypothesises. Correlational regression analysis in SPSS was used, and as a result of analysis, it has been found that a 
country’ economic development level (GDPPC) influence its uncertainty avoidance level and the total entrepreneurial activity 
(TEA)rate. 
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1. Introduction 
Entrepreneurship involves a great diversity of contexts and factors as being a complicated phenomenon. Economic 
growth has been affected by entrepreneurship in various forms. Entering markets with new products or production 
methods enable entrepreneurs to present valuable innovations (Acs and Audretsch, 2003; Steel et al. 2005). 
Beugelsdijk (2007) affirms that personality characteristics, organizational knowledge, social networks, family, the 
economic environment and culture all affect the entrepreneurship behavior. 
 
Entrepreneurship activities, which are brought to market by innovative products, are essential components of 
economic growth in developed economies (Austretch, 2004; O’Gorman and Fitzsimons, 2007).Global 
entrepreneurship monitor (GEM) has been used to compare 57 countries’ entrepreneurship level. 
 
In this study, we examine uncertainty avoidance, total entrepreneurial activity and economic development at the 
country level. Global Entrepreneurship Monitor (GEM) gives us older and newer data. GEM involves Total 
Entrepreneurial Activity (TEA) rate. TEA evaluates the rate of burgeoning (nascent) entrepreneurs and young 
enterprises for a range of countries. Wennekerset. al. (2005) define the rate of nascent entrepreneurship as the number 
of people actively involved in attempting to start a new business. Economic development is defined as “per capita 
income” or as “innovative capacity” by same researchers.  
 
 
Keywords: Uncertainty Avoidance, Entrepreneurship, Economic Development 
© 2014 The Authors. Published by Elsevier Ltd. This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/3.0/).
Peer-review under responsibility of the International Strategic Management Conference.
909 Yasemin Hancıoğlu et al. /  Procedia - Social and Behavioral Sciences  150 ( 2014 )  908 – 916 
This study begins by a literature review of entrepreneurship, economic development and Hofstede’s cultural 
dimensions. Then, development of hypotheses, research methodology, research model and results are given. At the 
end, results are being argued. 
2. Literature Review and Developing Research Hypothesis  
2.1. Culture and Entrepreneurship 
Cross-cultural researches of Hofstede help us to distinguish the differences between beliefs, values and work acts 
(Hofstede and Bond, 1984). Culture contains beliefs, values, symbols, morals, laws, customs, opinions, religions, 
superstitions and art among people in a society (Nguyen et al., 2009; Dodor and Rana, 2007). Culture has been defined 
in different ways.  Geert Hofstede determines culture as “the collective programming of the mind which separates the 
members of one group or category of people from another” (Hofstede, 2001). In a similar way, Swartz and Davis 
(1981) describe culture as a pattern of expectations and beliefs shared by the organization’s enrollees. Culture also 
influentially gives shape to the behaviour of individuals and groups in the organization (in Maxell, 2013). 
 
The Hofstede’s theoretical framework identifies four cultural dimensions: masculinity-femininity, collectivism-
individualism, uncertainty avoidance, power distance. In latter survey, Hofstede adds a new dimension called Long 
Term and Short Term Orientations (Frijns et al., 2013; Rozell et al., 2010). The five cultural aspects are described as 
(Hofstede and Bond, 1984) :  
x Power Distance (PDI): “The extent to which the less powerful individuals in a society accept and 
expect that power is distributed unequally”. 
x Uncertainty Avoidance (UAI): “The degree to which people feel threatened by ambiguous 
situations, and have created beliefs and institutions that try to avoid these”. 
x Individualism - Collectivism (IDV): Individualism is described as “a situation in which people are 
supposed to look after themselves and their immediate family only”. Its opposite, collectivism is described as 
“a situation in which people belong to in groups or collectivities which are supposed to look after them in 
exchange for loyalty”. 
x Masculinity - Femininity (MAS): Masculinity is described as “a situation in which the dominant 
values in society are success, money, and things” whereas femininity is described as “a situation in which the 
dominant values in society are caring for others and the quality of life”. 
x Long Term - Short Term Orientation (LTO): According to Hofstede (2001), “long term orientation 
stands for the fostering of virtues oriented towards future rewards, in particular perseverance and thrift. In 
contrast, short term orientation stands for the fostering of virtues related to the past and present, in particular, 
respect for tradition, preservation of ‘face’ and fulfilling social obligations”.   
On the other hand, an entrepreneur is described as a person who starts and presides over his or her own business. In 
the easiest form of this sample, potential entrepreneurs prefer beginning a business and reaping a suspended profit 
instead of being employed and getting a salary (Bönte et al., 2009). Entrepreneurship is a developing discipline that 
has begun ripe in recent years, yet there is a lack of alliance on elaborately what constitutes entrepreneurism. 
Entrepreneurship is defined as a context specific social period which individuals and groups compose prosperity by 
utilizing market opportunities (Hitt et al., 2011). 
 
As entrepreneurial perspective was improved by a convenient cultural adaptation and framework, conceptional 
assertions about relationship between culture and entrepreneurship have subsisted with more recent empirical study for 
decades(Urban, 2006). Hofstede have not demonstrated the connection between culture and entrepreneurial activity 
independently (Mueller and Thomas, 2000; Urban, 2006). In spite of critics against it, Hofstede’s research of IBM 
employees on international scale provides a primary “mapping” of cultural dimensions with entrepreneurial traits in a 
new area. By this way, this structure is helpful to separate cultural factors and to relate them to entrepreneurial features 
(Ross and Mitchell, 2007). Hofstede’s cultural dimensions are used in majority of studies related to culture and 
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entrepreneurship. Researchers assumed that entrepreneurial activities appear mostly in the cultures, which were high 
in masculinity, low in power distance, low in uncertainty avoidance, and high in individualism (Hayton et al., 2002; 
Nyguen et al., 2009). 
 
The entrepreneurial culture favors a positive social manner towards the entrepreneurial approach. A strong 
entrepreneurial culture has a bigger tolerance for failure and enables the acceptance of the fateful role of the 
entrepreneur in creating new jobs (Grigore and Mitroi, 2012). Sustaining an entrepreneurial culture by focusing on 
core competencies is a key to sustainable growth, because cultural activities employ entrepreneurship strategy in 
social, environmental, and economic dimensions (Chaifetz, 2010; Lugosi and Lugosi, 2010). 
2.2. Uncertainty Avoidance, Entrepreneurship and Economic Development 
Cultural traits which differ between societies are being developed in the family, shaped in schools and 
organizations. As a one of the cultural traits, uncertainty avoidance can be explained by the level of society’s tolerance 
for ambiguity and uncertainty (Wennekers, S. et al., 2007). Unfamiliarity and ambiguity are known as frightening 
notions for some countries in the world. These countries refuse facing with unusual ideas, different types of people 
and different lifestyles. They do not want to be faced with unusual things and wish to stay away from possible 
conflicts. They also try to balance optimal stability with minimal risk. These countries are called as high uncertainty 
avoidance countries. On the other hand, new concepts and new situations are not frightening notions for some other 
countries which are called as low uncertainty countries. High uncertainty countries have countless legislations, 
regulations and laws in order to lower uncertainty and control everything. It is believed that all problems can be 
handled with the formal legislations. Turning to low uncertainty avoidance countries, individuals do not like intensive 
regulations. It is believed that rules are not necessary to solve problems. People benefit from rules only when they 
need. For example, in high uncertainty avoidance countries, an organization is very structured that shows the 
communication channels clearly, job descriptions in very detail. However, in low uncertainty avoidance countries’ 
organizations do not like a lot of rules and regulations. They feel bounded by the rules (Stupar and Branković, 2012; 
Frijns et al., 2013; Matusitz and Musambira, 2013). 
 
According to Osoba (2009), uncertainty avoidance associates with the control. If a person has a weaker locus of 
control, self-employment will be less comfortable, because of high level of ambiguity. However entrepreneurs tend to 
keep conditions under control with their strong locus of control and they show it by entering unknown ventures 
(Frijnset.al., 2013). Individuals in higher uncertainty avoiding countries tend to takeover an existing business with 
existing products, market share and an established organization. But an entrepreneur in a lower uncertainty avoiding 
country starts a new firm which must develop such assets over time. So it can be said that culture plays a big role on 
entrepreneurial behavior (Block and Walter, 2012; Ozgen, 2012). Briefly entrepreneurship is associated with 
uncertainty, involves innovation and flexibility. It is encouraged in low uncertainty avoidance cultures. (Shinnar, 
Giacomin and Janssen, 2012). As Wennekers et al. mentioned (2007) in their paper “Without uncertainty, 
entrepreneurship would be unnecessary”. 
 
It was suggested that individuals that behave entrepreneurially search for the opportunities in markets that are 
dynamic, by their knowledge stocks and abilities to perceive and deal with uncertainty. Their ability while operating 
under uncertainty conditions might also be based on motivation and risk-taking tendency. On the other hand, the 
importance of entrepreneurship on the economy should not be ignored. Radical innovations of entrepreneurial firms 
serves as a catalyst for becoming a dynamic or potentially dynamic munificent environments (Hitt et.al. 2011). So that 
entrepreneurship assists economic growth by causing innovations, change and making it possible to enter new 
markets, creating new jobs and increasing competition (Wong, Ho and Autio, 2005; Pendiuc and Lis, 2013). Because 
economy now consists of creativity, innovation, entrepreneurship and imagination instead ofjust knowledge based 
activities (Fiilis and Rentschler, 2010).In the literature, there are plenty of studies which examine impact of 
entrepreneurship on growth (Stel, Carree and Thurik, 2005; Audretsch and Keilbach, 2004; Rocha, 2004; Wennekers 
et al., 2005; Wong, Ho and Autio, 2005; Pinillos and Reyes, 2011) and these studies show that there is a positive and 
significant relationship between entrepreneurship and growth. 
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Consequently, it can be said that entrepreneurship is affected by culture, which determines individual's behaviour 
and personality and it affects economic growth via variety of supply, innovation, exit and entry of firms etc. Carree 
and Thurik (2002), explain how entrepreneurship affects economic growth in Figure 1. 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
  
 
Fig 1. Relation between Conditions, Entrepreneurship and Economic Growth 
3. Methodology 
3.1. Research Goal 
The purpose of our research is to measure relationship between uncertainty avoidance, entrepreneurship and 
economic development. Three sources of data are used for this study: the countries’ TEA scores originate in the GEM 
project; the countries’ development levels and GDPPC originate in the World Bank; the countries’ uncertainty 
avoidance levels obtained from Hofstede. Data were analyzed by the SPSS statistical packet program and expected 
relations will be tested through correlation and regression analyses.   
 
Hypothesis 1 (H1): The country’s economic development level (GDPPC) influences the relationship between the 
entrepreneurial activity rate (TEA) and the uncertainty avoidance culture. 
 
Hypothesis 2 (H2): TEA  rate is negatively connected to high uncertainty avoidance in relatively poor countries. 
 
Hypothesis 3 (H3): TEA rate is negatively connected to low uncertainty avoidance in relatively rich countries. 
3.2. Sample and Variables 
TEA score taken from the Global entrepreneurship monitor (GEM), the countries’ uncertainty avoidance scores 
taken from Hofstede (2001), economic development levels and GDPPC taken from the World Bank are used in this 
study.  
 
Global Entrepreneurship Monitor: GEM’s first report which encompassed 10 members of OECD countries was 
published in 1999. In 2013 report, GEM’s countries’ number reached to 100. TEA is defined as “the percentage of 
individuals aged 18–64 in an economy who are in the process of starting or a real ready running new businesses” in 
the GEM Project. 
 
Uncertainty Avoidance: Hofstede’s cultural dimensions were scored 0 and 100. Countries with higher scores 
indicate risk aversion cultures, while lower scores indicate risk taking cultures. Hofstede sorts the higher uncertainty 
avoidance countries (Japan, El Salvador, Portugal, Belgium, Greece, Guatemala, Uruguay, Poland), and the lower 
Entrepreneurship (Multidimensional) 
Conditions (Personal, Cultural, Institutional) 
Intermediate linkages (Entrepreneurial efforts, Innovation, Variety, Competition, etc) 
Economic Growth 
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uncertainty avoidance countries (Denmark, China, Singapore, Ireland, Jamaica, Sweden, Hong Kong, United 
Kingdom). 
 
Gross domestic product per capita at the country level: 57 countries’ GDPPC values come from the World Bank.  
 
3.3. Analyses and Results 
 
We started analyzing with all 57 countries but the results were not significant (p=0.015). Then, we divided these 
countries into 3 with respect to their income levels: High income, upper middle income, lower middle- low income. 
But again the results were not significant. Finally, two subsamples have been created with inclusion criteria of 
GDPPC and population. First, subsample consists of GDPPC over $20,000 and a population of fewer than 
30 million in order to further explore the relationship between UAI and the TEA of them or developed 
nations. This subsample includes the sixteen more developed and smaller (i.e. population) nations of the 
overall sample (i.e., United Arab Emirates, Switzerland, Sweden,Singapore, Portugal, Norway, 
Netherlands, Israel, Ireland, Hong Kong, Greece, Finland, Denmark, Belgium, Austria, Australia). Second 
subsample consists of GDPPC over $20,000 USD and a population of over30 million. This subsample 
includes only the most developed and larger nations and consists of eight countries (i.e. United States of 
America, France, Spain, Italy, Japan, Germany, South Korea, United Kingdom). 
 
Table 1.Correlation Matrix 
  Mean 1 2 3 4 
1 TEA 11.53 1    
2 UAI 
(entire samples) 
66.05 0.015 1   
3 GDPPC 21423.81 -0.605** -0.236 1  
4 Development level 2.33 -0.659** 0.016 0.758** 1 
**Correlation is significant at the 0.01 level 
 
According to correlation analyses, there is no relation between UAI and TEA (0.015).  On the other hand, we had 
expected positive correlations between GDPPC and TEA, rather there is negative correlation between GDPPC and 
TEA (-0.605). 
 
Table 2.TEA and UAI values correlation matrix for income level 
 UAI 
High income countries Upper middle income 
countries 
Lower middle- low income 
countries 
TEA 0.106 0.109 -0.141 
 
Regarding correlation analyses results, there is no relation between high income countries’ UAI and TEA (0.106), 
upper middle income countries’ UAI and TEA (0.109), lower middle- low income countries’ UAI and TEA (-0.141).  
 
Table3. Correlation matrix for high income clusters 
 UAI 
Per capita>20000$ 
Population<30 million 
Per capita>20000$ 
Population>30 million 
TEA -0.058 -0.513* 
*Correlation is significant at the 0.05 level 
 
There is no relation between UAI and TEA (-0.058) of countries whose population is less than 30 million 
and GDPPC is over $20,000. There is a negative relation between UAI and TEA (-0.513) of countries 
whose population is over than 30 million and GDPPC is over $20,000. 
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Table4. Uncertainty Avoidance and TEA influence on Economic Development 
Model R R Square Adjusted R Square Std. Error of the Estimate  
1 0.646a 0.418 0.396 15689.42 
 
 
 Sum of Square df Mean Square F Sig. 
 Regression 9.532 2 4.766 19.362 0,000a 
Residual 1.329 54 2.462 
Total 2.282 56 
 
 
Model Unstandardized Coefficients Standardized Coefficients t Sig. 
B Std. Error Beta 
1 (Constant) 54058.44 7056.82  7.660 0,000 
TEA -1716.73 296.43 -0.601 -5.791 0,000 
UAI -194.31 88.80 -0.227 -2.188 0,033 
a.Predictors: (Constant), UAI, TEA 
b.Dependent Variable: GDPPC 
 
In the model, Uncertainty Avoidance and TEA effect on economic development is statistically significant (F 
19.362; p 0.000) and the dependent variable explanatory power of the independent variables is 0.418.  
 
4. Conclusions  
Over the last few decades, the interest in cross-national entrepreneurship has steadily increased. The question is 
why some countries encourage entrepreneurship more than others. To answer this question, researchers have disposed 
to use either cultural or institutional perspective or both (Nyguen et al., 2009). For example, Stelet. al. (2005) have 
made a research in 36 countries to measure whether there is a relation between the level of economic development 
which measured by GDP and the Total Entrepreneurial Activity from GEM Project. In their research result, they 
proposed that entrepreneurial activity affects economic development at different stages which based on the level of 
countries’ income.  Wennekers et al. (2007) have analyzed 21 OECD countries in 1976, 1990, 2004 by using 
regression analyses and they have found positive effect uncertainty avoidance on business ownership rates. Osoba 
(2009) has hypothesized linkages between Hofstede’s cultural dimensions and entrepreneurial activity in the United 
States. Entrepreneurial breadth, which is simply the existing rate of self-employment, tax rate, state per capita wage 
and salary, annual state employment rate are used in the study to measure entrepreneurial activity. He has reached only 
one statistically significant dimension: Uncertainty Avoidance. Contrary to expectations Long Term Orientation and 
Masculinity dimensions were both statistically significant. Pinillos and Rayes (2011) have stated that relation exists in 
between individualism-collectivism and early stage entrepreneurial activity (TEA).In their study, the relationship 
between individualism and entrepreneurial activity was found negative for the comparatively poor countries and 
positive for the comparatively rich countries.  
 
In other studies, the similar relationship has been discussed and found negative relationship between uncertainty 
avoidance and entrepreneurial activity in developed countries. Valdez et al. (2011) have hypothesized linkages 
between uncertainty avoidance and opportunistic entrepreneurial behavior (TEAopp).  They found negative correlation 
between uncertainty avoidance and opportunistic entrepreneurship. 
 
Among the three hypotheses proposed in this study the first one which was about economic development level’s 
effects on the relationship between the uncertainty avoidance culture and the entrepreneurial activity rate, was 
acceptedwhile the others were rejected. But the countries whose population is over 30million and GDPPC is over 
$20000 are more developed nations and theircorrelation’s scorebetween UAI and TEA is significantly negative. As a 
consequence, third hypothesis is moderately accepted. Using a broad sample of 57 countries which participating in the 
Global Entrepreneurial Monitor project, we certify that despite the uncertainty avoidance level of a country is not 
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strongly connected with entrepreneurial activity, lower level of uncertainty avoidance results in higer levels of 
entrepreneurial activity.  
 
 
 
 
Appendix 1 
 
TEA rates and uncertainty avoidance index values of countries divided into three groups are showed in Table 5.  
 
Table 5. TEA rate (mean) and uncertainty avoidance index values for 57 countries and three clusters 
Income level (high income) Income level 
 (upper middle income) 
Income level  
(Lower middle- low income) 
Country TEA (%) UAI Country TEA (%) UAI Country TEA (%) UAI 
Australia 10.2 51 Argentina 14.9 86 Egypt 9.3 80 
Austria 5.8 70 Brazil 13.9 76 El Salvador 15.3 94 
Belgium 3.8 94 China 16.6 30 Ethiopia 14.7 55 
Chile 15.6 86 Colombia 22 80 Guatemala 18.3 99 
Czech Republic 7.7 74 Costa Rica 14.2 86 Ghana 35.3 65 
Denmark 4.6 23 Ecuador 20.2 67 Indonesia 19.3 48 
Finland 5.9 59 Hungry 6.6 82 India 10 40 
France 5 86 Iran 11.8 59 Nigeria 35 55 
Germany 4.6 65 Jamaica 16.6 13 Pakistan 9.9 70 
Greece 7.4 100 Lebanon 15 50 Philippines 20.4 44 
Hong Kong* 6.8 29 Malaysia  6.5 36    
Ireland 7.6 35 Mexico 9.4 82    
Israel 5.9 81 Panama 13.3 86    
Italy 4.1 75 Peru 26.1 87    
Japan 3.8 92 South Africa 7 49    
Korea (South) 7.6 85 Thailand 20.2 64    
Netherlands  7 53 Turkey 8.4 85    
Norway 7.9 50 Venezuela 19.8 76    
Poland 9.2 93       
Portugal 7.1 99       
Saudi Arabia* 7.1 80       
Singapore* 7.6 8       
Spain 6.1 86       
Sweden 4.8 29       
Switzerland 6.3 58       
United Arab Emirates* 7.9 80       
United Kingdom 6.5 35       
United States of America 10.4 46       
Uruguay* 13.1 99       
* High income non-OECD countries 
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